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The Growing Economy

+ Indonesia’'s GDP Growth in 2005
reached 5.6 percent. It is the
highest growth since economic
crisis in 1998,

< Indonesia had quite high
inflation figure by the end of
2005, but now the government
has managed to control the
inflation,

#+ The central bank runs its
monetary policy by controlling
interest rate. Looking forward,
the central bank will hkely 1o
keep interest low dus 1o gasing
inflation. And towards, we
expect the interest rate will keep
falling to single digit
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Indonesia’s Fiscal and Trade Balance are Improving
“ Indonesia’s Fiscal Balance is Improving and

Indonesia’s Budget Deficit
(% of GDP) noting that the trend is still improving and

M the fiscal balance remains on track.
‘B ** The improving trade balance will keep our

43 balance of payment healthy, &t least for
o several years to come.

. Trade Balance — Monthly Trends
-1

15

A 3

-15 E

48 -

000 T W02 MN0] 204 2005 006F 20OTF MOGF M0SF

AR W WM AN N8 Xn XD M Ms BB MW

fource Minigtry of Finance Sacrre. Dananmisd Raseaveh nptiute b 54

Indonesia Outlook is Perceived as Improving

Foreign Exchange Spot Market Indonesia's

oeALE

4 Indonesia adopts Free Foreign b *u
Capital Policy. There is no s "
restriction for foreign investorsin =~ ¥ *
repatriating their capitals. . B ‘

< IDR currency exchange rate is ot a r T
relatively stable. oo . g~ | B -
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Company Overview : PLN

PLN is the only vertically integrated state-owned utility company in
Indonesia

% Wholly-owned by Gol, represented by the Ministry
of State-Owned Enterprises (MSOE).

< Also governed by Ministry of Energy and Mineral
Resources (MEMR) and Ministry of Finance (MoF)

% Holder of the Elsctricity Authority vested by
legislation

%+ Largest electricity producer with generation
capacity of about 21,564 MW, or about 85%
market share,

% Sole purchaser of electricity from Independent
Power Produce:s (IPPs)

< Monopoly for ransmiss
of elagingty

% Mandated undsr Presidential Decree no. 71/2006

to implernent the Fast Track Program to build

10,000 MW coal-fired generating plants
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PLN Bonds Issuance 2006

PLM successfully overcame a Ingicative Tarms and Conditions
1 i
number of potential problems: e
Is5u8 Curmancy usoD
= DEbUT deal Issua Ratngs 81788 (Mocdy's [ SEP)
* No government guarantee or  lsueSae US5250-500mn US5250-500mn
Matunty Tap of 11THA Tlp e 1D THE
cross default BEanchmark 4500 % Sep-11 UST 4 874 % Aug-16 UST
. . Banchmask i 4 720% 4 T62%
* Loss making entity Ingicatie Prce 10025 £ 10005 $996 19960
H Incicative Ra-ofter Spread 246 - 251 bpa 200 - 305 bp
* Llarge size . Incic:ative Yiald T19.724% ?.rs-?an:
s+ lLow absolute )-'iEEdS on Hote: Incicative lavels &8 of 19 Octobar 2006

Indonesian bonds

Select Trading Comparables

Spread over Spread over

UST [bpa)  Libor [bes)

Maiapard Hoidngs B B1/BB- 101720 20 7.250 450 100875 7038 a2 183
Repubis of Indonesa B11IBB- 002014 B750 1,000 102 ATS B.256 153 104
Rapubiss of indonesa B11BB- T4202015 7250 1,000 105,825 & 381 162 110
Rapublc ol Indonasia B1/B8- TN s208 7.500 800 107.250 & 443 158 118
Rapubls of ndanasa B1188- 03052017 B.ATS 1,000 102 125 & 455 by} 115
Majapahil Holdings B B1IB8- 10NTR018 7.750 550 101.000 T 505 285 Fall
Republic of indonesia B1 188, 10122035 8 500 1,500 118 525 & 591 210 173
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Infrastructure Access Indicators

Road Density Road Density
Electricity Water Sanitation Teledensity (population) foren)
Afganishtan #2577 55 T3N3 P8 BT RS2 55w S 5 -2
Banagladesh 25 79 48 16 1.6 1554
Cambodla 58585700 50T 84 T8 3500 216 00 Al e AT T L N0 AL
189

ndia REFRISENA0 PRIETIER 56 SRS E30 RIS RN 2 P TERHRI 115 A T
1.7

Indonesia 80 78 52 127 203
Myanmar M iiaes 5 S B0 SRS e B e R e e T T e
Pakistan .55 A 550065 ESRETE00 SRESARI0S SN A4 TN B TR SR Yagag e
Sri Lanka 75 78 )] 122 -
Vietnam & & £0080 o 3ean 3 e oty SRS o 1.2 < )

Electricity : % access to electricity network; Water : % access to improved water sources;
Sanitation : % access to improved sanitation; Teledensity : telephone subscribers per
thousand population; Road density (population) : road km/1000 people; Road density
(area): road km/1000 sg km

Sowrre . Entache and Gowcoeches 2005

ﬁ %

Quality of Infrastructure Services as perceived by the business
community

Afganishtan

Bangladesh

Cambodia

China ! t 1 I v
India .\ -~ - - T P DL W SERRG Lt | e - ¥ (e i i . . =30

Indonesia

Myanmar

Pakistan Foim e AL ] P g o S I T

Sri Lanka 29 - 5.4 - 49
Vietnam S8 . - 4.8 - 2.5
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Government Support towards Infrastructure

% Supreme Court decision on 16 August 2006 and Government Regulation No. 33/2006
to revise Government Regulation No.14/2005

&+ Presidential Decree No.71 on PLN's plan to build 10.000 MW coal-fired power plants
and Presidential Decree No.72 on the farmation of a team of five Ministers to facilitate
coordination of the projects .

< Presidential Decree No.67/2005 which regulates private participation method and
procedure in infrastructure projects;

< Presidential Decree No.42/2005 on KPPI (Mational Committee for the Acceleration of
Infrastructure Provision); -

% Government Regulation No.3/2005 that overrule Government Regulation No.10/1989
on Electricity Power Provision and Utilization, which later amended by Government
Regulation No.72/2006;

< Government Regulation No.16/2005 on Development of Water Provision System;

% Government Regulation No.36/2005 on Land Provision for Public Utilities Construction
which later amended by Presidential Decree No.65/2006;

% Minister of Finance Decree No.38/#MK.01/2006 on Operational Procedure on Risk
Control and Management on Infrastructure Provision

%

Government Support towards Infrastructure

% Following the establishment of Public Service Body (BLU) to fund
infrastructure projects under the Ministry of Finance in October 2008,
the Government is ready to realize a bridging fund for toll road
projects land clearance.

= Allocated for land clearance is Rp600bn from APBN-P 2006, to be
distributed through Toll road Regulating Body (BJPT) as a BLU
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Indonesia Infrastructure Fund Model
(Lembaga Pembiayaan Infrastruktur - LPI)

Risks Associated to Infrastructure Projects \

v'Construction Risks

v'Regulation Risks (eq. Tariff)

¥ Business Risks (eg. Volume projections)

v Palitical Risks




LPI - Basic Structure

Multilateral |’_ o ;
( Agencies J “ | Private Capital

" Additional Capital
in the form of :

Sponsor Fund
(Initial Paid-Up
Capital + Sub-
Debt)

Sponsor Fund
{Initial Paid-Up Capital
and/oe Sub-Debt)

| Investments

- Debt Financing

i ' 3

( Wittt [Fraje:t] [ Project J [Frnje:t ]
|  Fund(s) A l_ B LS
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Greenfield Projects

¥

Sponsor/Participation Criteria

World Bank 1 — Does not do direct equity participation

= Only gives loans to the Gov't, which may then be passed on &s sub-debt

- May also provide Credit Enhancer
- Farticipation of not maore than 20% of total fund/capital

— Will play a role as advisor to the Gov't, a5 well as performing as both, the catalyst

and the residuz!

IFC : Can do both equity and dedt or sub-debt

D3 . Can do both equity and debt or sub-debt

Pension Fund - Can do equity participation in listed shares or private shares of zn Indonesian
entity

- Can do debt participation through listed bond issuances

- For investments in unlistad bond issuances, the criteron are: (i

10 yrs, (i} 100% secured by the 1ssuer's assets, (i) 1ssuer whi
fit e 3 yrs
Insurange ~ {an do equity partic on in listed or private shares

Bank

Frivate Capital - Wil require credible fund manager
- Demand an attractive IRR

ation through bond issuances with ratings
- May invest in marketable securities that are guaranteed by th

erar of between
ict Fas booked




Organization Structure Alternatives

Board of
Commissioners

Board of
Commissioners

Parties

e eI —

Support &
raff
Investment Fu:cﬁnn:
i Officer
|
LY (C10) J * Accogunting & Tax
! = Treadury Groug
= Accounting & Tax » bwestment Tegm * Corporate Secretary
*Leg = Ivestment Professionals * General Aftairy
= Rusk, Managemenl - Ressarch Tesm & Homan Resounies
. rlumlﬂ Rasceanes = Iwsiment Anakyits * internal Audit
= inbernal Aud * Treasury Group

= Corporaie Secretany

Investment Process

B Preliminary Evaluation ] - Final Evaluation Stage ' -

=
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OvESt
i

Fund Disbursement
4
Project Monitoring
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Government Support Provision Model -
Risk Management Unit (RMU)

%+ Providing Government Support based on principles: _
= Risk should be under the most competent parties’ responsibility
= Risks must be described in the Co-operation Agreement
» Government Support must deal with Government Budget

%+ Recommending forms, terms, and conditions of Government Support. They
will stated in:
= Pre tender document
* Final Agresment to facilitate financial closure




Allowable Forms of Government Support

< Political Risk

<+ Demand Risk

2007

» Compensation
=p Financial compensation and/or other means

of compensation

*+ Government has provided budget of Rp2Tn in year 2006 and Rp2Tn in year

%+ The budget will be distributed to Land Revolving Fund, Guarantee Fund, and

Infrastructure Fund

3

Final

Monitoring

< Project Proposal
proposed by Line
Mristiries

» Tender document

arranged by Line
KAnistries

Implementation

< Recommendation on
forms, terms and
conditions of Gov:
Support by RMU 12
Minister of Finance

< Reporting of Co-
CLeranon Agreement
by Lire Ministries

< Initial evaluation on
Govt, Suppaort by
KKPFI

< Tendar

implamentation by
Ling Mhinistries

<+ Final aporoval by
Minister of Finance
and Lina Ministers

< Koritaring and
Regoriing by RMU

<+ Evaluation on Gov:
Suppor: feasibilicy by
kAL

¢ Recommendartion on

Support by RMU

> Fina! tendar

evaluation by RMU

< Implemantaton of
Co-operation
Agreement by Line
hlirigireas
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Potential Partnership with Major Investor Investment Authority

“ Investor interest in investment in Indonesia

% Both parties agreed on ownership compaosition of 85% Investor and 15%
Indonesia, as long as Investor can exercise control over the invesiment
activities

< Investment activities will focus on natural resources and infrastructure

< The investment will be wholly made as equity investment, bath through capital
markets, private equity or outside of the capital markets, with time horizon of
over 15 yaars
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Infrastructure Funding Needs

Average Funding Needs per Year (2006-2010):
Rp 202.5 Trillion (WSS 22 Billion)

Funding Gag
Funding Meeds of
Infrastructure which
may be achieyed
Average Furding from privais
Meeds per Yaar invohrement and
(2006-2010). Rp multilateraliila;zral
202.5 Trlhon (USE 22 funding institution
Billion) Ro 163 5 Trillar
(JS% 17 80 Billor
Average Allocation 1 |

Sillson;

Source Viarld Bank & Coordinating Merustry for Economy (20061




Investment Allocations

DEMAND

Investment
needs for
Infrastructure
Development

Government

To be able
to invest only
+60%
from the
total needs

Private
Will be expected
1o be able to
cover about
+=40%
from total needs

PSO - USO

Leverage
{Private Sector)

Regulatory
Reforms

Public
Private
Partnership
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Government Support towards Privatization

<+ Privatization Committee was formed acmrdlng to Presidential Decree No,

18/2006, ratified on October 13 sy , Azluvomt AT moimiy<, h%

The Committee has three functions:

* Formulate and declare general policies and requirements on privatization
execution

* Determine necessary steps to support the execution of privatization

* Discuss and resolve any strategic issues that stem from privatization,
including those related to the Government's sectoral policies

v e u,nl\ W{:
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Privatization Program

<+ The MSOE continues to pursue privatization of SOEs to provide a source of
income for the national budget (APBN) and to promote good corporate
governance and public sector efficiency and competitiveness.
% Recent development of the Q_ritratizatinn program:
= Furthar privatization of E‘L‘:N‘g:;é'rting the right momentum
* Secondary offering of 5.31% ownership of PGN
+ Scheduled for end-of-year 200
= IPO of Jasa Marga ~ wll rea
» Targeting Rp1.5-2.0tn issue size

= Schedulad effective date March

= Currenily doing beauty contest of potenual undenwriters

& ik



Privatization Agenda

- T
,_Maef/%ﬁu: ‘77 "?f"“ﬁffl
% MSOE plans to divest ownership in 14 SOEs and SOE subsidiaries in 2007 & 2 Lf}
» In addition, the MSOE plans for funds injection to 15 SOEs, including Garuda L« 1|
Indonesia, Mer ntara, and Kertas Kraft Aceh (e 1o
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List of Model Projects Offered in This Summit

Sector

. Total
Projects

Scalability Investment
{USD Million)
Toll Road 1. Medan-Kualanamu-Tebing Tngg Toll Road B0 km 289
2. Solo-Kertosono Toll Road (East Java) 169 km 842
Water Supply 1. Tangerang Regency Potable Water Senvicas .
a. Ciledug 350 s 13
b. Benda 350 s 25
. Ciparen 250 s S0
d. Sepatan 450 1 12
2. Bandung and 5umedang Regencies Water 105 Is 35
Supply
3. Dumai City Water Supply 110 lfs 4
Transportation 1. Margagiri-K.etapang Ferry Terminal 237
2_Tanpung Perak Harbour Development (Teluk 160
Lamong, East Java) '
Power Generation 1. Central Java Coal-Fired Fower Plant 2 X 600 MW 1,311
2. Pasuruan Combined Cycle Power Plant (East 1 X 500 Mw 555
Java)
Telecommunication | 1. Palapa Ring 30,000 km 1.600

W

Potential State/Regional Owned Enterprise Partners

Toll Road

PT Jasa Marga Jasa Marga is the largest toll road operator i Indones:a,

Water Supply

managing aperations on almaost all toll ways in the country
Perusahaan FDAM is Regional Government = Crwned Enterprise in
Dasrah Air providing clean water

kirum (FDAM |

Transportation

-Pelindo | operates 25 ports

-Pelindo Il is the largest port operator in Indonasg with 12
ports including Tanjung Priok in Jakarta - the larges: port e
Indonesia

country's second busiest, Tanjung Perak in Surabays

- Pelindo IV operaies 18 poris in easigrn Indane

refgianga

15tk Megara

Telecormmumicaiion

!. P':'
| Telskamunikas
Inconesa, Thi

prosnder 1t and 3 subsidianas gwn ang

largest fieed wars-lina, and lued warglews ng

-Pelindo il operates 43 ports in Central indoresig includirg n
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Role of Private Investors in SOE Projects

As Shareholder in \\ Forming a New i Industry
Parent Company Company/Subsidiary Restructuring
“Investor | |“soE | [Finvéstor “SOE ||. Investor -
R | = New Company . -
i F’,f':;ie'ﬂt "'F‘mrgf_ﬁm iject .-'-'Er'.:_.:g'ﬁa'ﬁi 5 Project || - Pr;jett'_l

+SOEs will remain
operating as itis

*Restructuring of
capital through
| issuance of new equity

*Forming new
subsidiaries

*Capital restructuring of
subsidiaries through
new equity issuance

sAccelerate industrial
reform

*Transform government
role into regulator and
facilitator
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Conclusion

“* Indonesian macroeconomic condition in the last few years has
been favorable and improving

< Demand for infrastructure investment in Indonesia is h|gh

% The Government has enacted reforms to improve the economic
climate and attract investment

% Infrastructure development in natural resources (oil & gas),
transportation (ports and toll roads) and electricity generation

are some of the most attractive investment proposﬁmns in
Indonesia

L]

Thank You




